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tax foreigners in respect of income originating in the taxing
country had to be surrendered, there would have been a wide
consensus in favour of the former policy. Later studies,
however, have reversed this view. Stress is laid on the fact
that countries, whose citizens or governments wish to borrow
money from foreigners, have the chief interest in removing
the barrier of double taxation : and it has been observed
that Great Britain, France and Brazil, during the course of
the 1914-18 war, all raised loans in foreign countries, interest
on which was guaranteed free of tax, thus giving up, in respect
of that interest, the right to tax income originating inside them-
selves. The League of Nations experts recommended that,
as between countries neither of which is predominantly debtor
or creditor to the other, each should agree to exempt from
taxation income originating in itself but accruing to citizens
of the other, and to tax only income accruing to its own
residents, no matter where that income has its origin. As
between one country which is predominantly a debtor and
another which is predominantly a creditor this arrangement
would not, however, work out equally. The debtor country
would be required to surrender much more revenue than the
creditor country ; for there would be much more income
originating in its borders and accruing elsewhere. The League
of Nations experts, therefore, suggested that in these cases
conventions should, as before, be made for the mutual exemp-
tion of income passing out to non-residents, but that, in
order to prevent this bargain from affecting the contracting
States unequally, appropriate compensation should be paid
to the governments of those which would lose by it by the
governments of those which would gain.
§ 6. The purpose of this plan was simply to remove the
anti-social barrier set up by double taxation, while leaving
unmodified the relation between the levies made by govern-
ment A on the nationals of B, and by government B on the
nationals of A. Persons interested in political ethics will,
however, wish to delve deeper than this. In so far as a govern-
ment only subjects foreigners, in respect of income originating
in its territory or of property situated there, to rates of taxation
equal to those imposed on its own nationals, it may seem at
first sight that the charges made can be justified as payments
for, corresponding to costs of, services rendered. Reflection,

